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AUDIT PURPOSE, SCOPE, OBJECTIVES, AND METHODOLOGY 
 
Audit Purpose 
The audit of accounts payable checks was performed under the Office of the Auditor 
General’s (OAG) Charter mandate to audit financial transactions of all City agencies.  The 
OAG initiated this audit to determine whether an excessive number of checks was being 
generated to pay City invoices.  
 
Audit Scope 
The scope of this audit was limited to a computer-assisted review of an electronic data file 
containing the City of Detroit’s accounts payable checks issued in the 12-month period 
between April 1, 2004 and March 31, 2005.  The computer-processed data file was 
sufficiently reliable to meet our audit objectives. 
 
During the 12-month audit period, the Finance Department Accounts Payable Division 
issued 109,206 checks totaling nearly $1.7 billion to 17,169 vendors.  Two vendors, Annuity 
Interface and Jury Interface, record the details of checks issued to individuals for pension 
annuities and jury duty.  These vendors were issued 2,358 and 6,520 checks respectively, 
and were excluded from our analysis. 
 

Checks made 
Payable to:

# of 
Checks

Amount 
(in millions)

Annuity Interface     2,358     $     131.1 
Jury Interface     6,520                0.2 
Other vendors 100,328         1,568.1  
     Total 109,206     $  1,699.4 

 
Our audit was conducted in accordance with Government Auditing Standards issued by the 
Comptroller General of the United States, except for the completion of an external peer 
review of the Office of the Auditor General within the last three years. 
 
Audit Objectives 
The overall audit objectives were:  

1) To identify vendors that received more than 12 checks in the 12-month period.   

2) To identify vendors with more than one vendor master record. 
 
Audit Methodology 
To accomplish our audit objectives, we performed the following: 

• Downloaded accounts payable check data for the 12-month period from April 1, 
2004 to March 31, 2005 from the Detroit Resource Management System 
(DRMS), the City’s financial system.   

• Assessed the reliability of the data by performing a comparison of the 
downloaded file to a Supplier Payment History report for the same period. 

• Utilized computer-assisted audit technique software to extract and analyze the 
data. 

• Interviewed staff from the Finance Department Treasury and Accounts Payable 
Divisions. 

• Reviewed selected vendor records for those vendors receiving checks within the 
audit period.
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FINDINGS AND RECOMMENDATIONS 
 

1.  Decrease the Number of Checks Issued to Vendors 
 
We stratified the 100,328 checks issued during the period April 1, 2004 to March 31, 2005 
by the number of checks issued to each vendor and determined that 8.5% of the vendors 
received 55% of the checks written during the period.    

• 735 vendors received between 13 and 24 checks during the 12-month audit period, 
averaging between 1 and 2 checks per month.  The 12,114 checks these vendors 
received were 12% of the total number of checks issued.  

• The remaining 716 vendors received between 25 and 902 checks during the 12-
month audit period, averaging over 5 checks per month.  The 43,034 checks these 
vendors received were 43% of the total number of checks issued.  These vendors 
averaged more than 2 and as many as 75 checks per month. 

 
The distribution of vendors by the number of checks received is shown below.  
 

Number of 
Checks Issued 

April 1, 2004 
Through 

March 31, 2005 

 

Average 
Number 

of Checks 
Issued 

Per Month

 

Number 
of 

Vendors

 

Total 
Number 

of 
Checks 
Issued 

 Total 
Checks, 

if a 
Maximum 

of 12 
Checks 

Per 
Vendor 

Had Been 
Issued 

 

Excess 
Number 

of 
Checks 
Issued 

Less than 13  1 15,716 45,180 45,180  0 
        

Between 13 and 24  1 - 2 735 12,114 8,820  3,294 
Between 25 and 48  3 - 4 436 14,706 5,232  9,474 
Between 49 and 96  5 - 8 209 13,154 2,508  10,646 

Between 97 and 192  9 - 16 49 6,397 588  5,809 
Between 193 and 288  17 - 24 11 2,535 132  2,403 
Between 289 and 902  25 - 75   11   6,242      132     6,110 

Total – Vendors Receiving 
More than 1 Check per 

Month 

 
1,451 55,148 17,412  37,736 

Total – All Vendors  17,167 100,328 62,592  37,736 
 
All of the vendors that were issued more than 12 checks during the 12-month audit period 
are listed in Appendix A of this report.   
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The vendors that were issued an average of more than 24 checks per month are listed below:  
 

Vendor Name 
 Total Number of 

Checks Issued 
 Dollar 

Amount 
Circuit Court of Wayne County  902 $   177,708 
Board of Water Commissioners  876 6,727,409 
Xerox Corporation  863 2,134,167 
Office Depot Inc.  765 913,556 
Grainger   592 781,704 
DTE Energy   470 7,623,553 
Treasurer, City of Detroit   406 88,979 
Absopure Water Co.   377 72,628 
SBC Ameritech   344 9,725,268 
Kirk’s Automotive Inc.   335 1,356,780 
Arrow Office Supply  312 229,688 

 
As shown below, we identified 6,948 instances where individual vendors were issued 
multiple checks on the same day.  There were 15 instances where individual vendors were 
issued between 30 and 100 checks on the same day; and 211 instances where individual 
vendors were issued between 10 and 29 checks on the same day.   
 

Number of Checks Issued to 
an Individual Vendor on a 

Single Day  
Number of 
Instances  

Number 
of Checks 

Issued  

Excess 
Checks 
Issued 

Between 30 and 100  15  607  592 
Between 10 and 29  211  3,125  2,914 

Between 3 and 9  2,037  8,268  6,231 
2  4,685  9,370  4,685 
       

Total – More than 1 check 
issued on a single day 

 6,948 21,370  14,422 

 
The vendors receiving 30 or more checks on one day are listed in the table below. 
 

Vendor 
 

Check Date 
 # of Checks 

Issued 
Homecomings Financial Network  04/30/04  100 
DTE Energy  07/29/04  56 
Board of Water Commissioners   10/06/04  51 
DTE Energy   07/14/04  50 
Medve Group Inc & Colliers Int’l   04/15/04  36 
LB Office Supplies & Furniture   04/05/04  34 
Circuit Court of Wayne   05/29/04  33 
Circuit Court of Wayne  08/27/04  33 
Office Depot Inc  09/24/04  33 
Xerox Corporation   09/17/04  31 
Ameritech DN5   03/16/05  30 
Canfield Equipment Service Inc   07/13/04  30 
Circuit Court of Wayne  08/05/04  30 
LB Office Supplies & Furniture   06/08/04  30 
Xerox Corporation  07/08/04  30 
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The Accounts Payable Division issued 4,321 checks for amounts less than $10.00.  3,300 of 
these checks were issued for employee mileage reimbursements.  27 of the checks were 
issued for amounts between $0.01 and $0.99.  Appendix B lists vendors issued checks for 
less than $10.00. 
 
Good business practice limits the number of checks issued to vendors.  Finance Directive 
#129, dated May 23, 1994, directs the Accounts Payable Division to explore the efficiencies 
of paying multiple invoices to a vendor with a single check, thus reducing checkwriting, 
processing and mailing expenses. 
 
Departments request that a separate check be issued and held for their pickup.  This results 
in multiple checks issued to the same vendor, often on the same day.  Accounts Payable 
estimated that 60% to 70% of all checks are held for pick-up by the requesting department. 
 
City policies directly impact the number of small checks that are issued.   

• Mileage reimbursement requests must be submitted within 30 days of the end of the 
month, or they will not be honored. 

• Imprest cash reimbursement requests must be submitted within 30 days of the 
month in which the expenditure occurred, no matter the amount of the expenditure.  

• The Accounts Payable Division will issue checks for amounts owing that are greater 
than $1.00. 

 
The effect of issuing a high number of checks is increased direct and indirect costs.  Internal 
auditors from the City of Orlando, Florida have estimated their direct and indirect costs to 
issue an accounts payable check to be $18.42 per check.1  If Detroit has a similar cost 
structure, reducing the number of checks issued to a maximum of 12 per year to each 
vendor would equate to nearly $700,000 in annual savings.   
 
Recommendations 
We recommend that the Accounts Payable Division comply with Finance Directive #129 by 
establishing procedures that will decrease the number of checks issued to vendors.  The 
Accounts Payable Division should not honor departments’ requests for separate checks 
unless the requesting department can justify a need.  Accounts Payable should also review 
the City’s policies that require checks be issued for small amounts.  If the total amount owed 
a vendor is less than the cost to issue a check, then the payment should be made quarterly, 
not on demand.   

 
1  The Accounts Payable Division estimates that it costs the City of Detroit between $20 and $40 to issue an 

accounts payable check. 
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2.  Eliminate Multiple Vendor Records for the Same Vendor 
 
Our limited review of the vendor master file identified 28 vendors that appear to have 
duplicate vendor master records in the Accounts Payable system and 3 vendors that appear 
to have 3 vendor records.  Many of the vendor master records do not contain a taxpayer 
identification number (TIN), making positive identification of duplicate vendor master records 
impossible.  Where TINs were missing, vendor addresses were also compared to identify 
suspected duplicate master records.  The vendor master records identified as duplicates are 
listed below.       
 

Vendor Names

A T & T Dr L Reynolds and Associates  
AT&T Dr Reynolds & Assoc PC 

AT & T Wireless Federal Express Corp  
AT&T Wireless Services FEDEX 

Advanced Physical Therapy Hand Surgery Associates 
Advanced Physical Therapy LTD Hand Surgery Associates PC 

SBC Harper Hospital 
SBC Ameritech Harper Hutzel Hospital  

Ameritech Henry Ford Health System 
Ameritech DN5 Henry Ford Hospital 

Avaya Financial Services Iron Mountain Records Management 
Avaya Inc Iron Mountain Secure Shredding 

Bon Secours Cottage Health Ser Knock Out Pest Control Service 
Bon Secours Cottage Health Services Knock-Out Pest Control Service 

Texas Child Support Michigan Chronicle 
TXCSDU Michigan Chronicle Publishing Company 

Commercial Business Services Michigan Occupational Med Serv 
Commercial Business System Michigan Occupational Medical Services 

Countrywide Funding Corporation Midwest Health Center 
Countrywide Tax Department Midwest Health Center Dearborn 

Countrywide Tax Service Physiotherapy Assoc PC 
Countrywide Tax Service Corporation Physiotherapy Associates Inc 

Detroit Edison Company Quill 
DTE Energy Quill Corporation 

Detroit Marking Products Corp St John Hospital & Medical Center 
Detroit Marking Products Corp. St John Hospital and Medical Center 

Detroit Receiving Hosp and Univ Health University Neurosurgical Assoc 
Detroit Receiving Hospital University Neurosurgical Associates PC 
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The vendor master records identified as triplicates are listed below.      
 

Vendor Names

Grainger 
Grainger Industrial Supply 
W W Grainger Inc 

L B Office Supply 
LB Office Supplies & Furniture 
LB Office Supply and Furniture 

Medical Center Emerg Srvcs PC 
Medical Center Emerg Svcs PC 
Medical Center Emergency Services PC 

 
In addition, we found multiple vendor master records for the City’s Water Department and 
Treasurer, and multiple vendor master records for individual City departments.   
 
Accounts payable best practices recommend maintaining a vendor master file with only one 
vendor record assigned to each unique taxpayer identification number and incorporating a 
thorough process of reviewing supplier application forms for authenticity and duplicity before 
the supplier is set up as a new vendor in the purchasing and accounts payable systems. 
 
A representative of the Accounts Payable Division acknowledged that the vendor master file 
contained many duplicate records and that it needed to be cleaned up.  The representative 
stated that many of the duplicate records are due to electronic interface files for medical 
invoices that do not contain standard vendor name formats.  Accounts Payable would create 
a new vendor record in order to pay the invoice.  Furthermore, when the current accounts 
payable system was implemented, various Purchasing and Accounts Payable Division staff 
were allowed to input new vendor names.  Without tight control over the master file, many 
duplicate vendors were entered with slight deviations between the names. 
 
Maintaining multiple vendor master records eliminates management’s ability to easily obtain 
purchase and payment histories for an individual vendor; negates preventive controls, such 
as checks for duplicate invoice numbers, that are built into electronic financial systems; 
increases the potential for fraud; and decreases opportunities for more efficient purchasing, 
processing and paying.   
 
Recommendations 
We recommend that the Finance Department implement a thorough process to verify that 
supplier applications are legitimate requests for new vendor accounts before the supplier is 
added for use by the Purchasing system. The process should require a check of the 
telephone number, taxpayer identification number, and the address listed on the supplier 
application against the vendor master file and against the employee file to identify duplicate 
or fraudulent vendors.  No new vendor should be entered into the system without a taxpayer 
identification number. 
 
We recommend that the department request and maintain signed W-9 forms for each active 
vendor record. 
 
We recommend that the Finance Department implement an ongoing process for managing 
its vendor file.  Management should incorporate the identification and consolidation of 
duplicate vendor records for companies and individuals with the same taxpayer identification 
number into its vendor file management process.   
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